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MKHAMBATHINI MUNICIPALITY 


ADJUSTMENTS BUDGET REPORT FOR 2013/2014 


PURPOSE 

To seek Council approval in terms of section 28 of the Municipal Finance Management Act of 2003, for 
the 2013/14 adjustments budget. 

PARTI 

1. 1 MAYOR’S REPORT 

Our single biggest concern remains the provision of basic housing and allied services to the poorest of 
our communities, however we are persistence in this matter will yield results very shortly. The year 
under review has been a challenging one, and in presenting this report, we acknowledge progress 
made during the 2012/2013 financial year as well as the challenges that lie ahead. 

We also mentioned that job creation, poverty alleviation remain our priority as a local municipality and 
that the implementation of Expanded Public Works Programme must take a centre stage on all projects 
that we implement in various communities or wards. In that regard, we said monitoring and control on 
all projects must be energetically pursued with an aim of ensuring compliance with the provisions of the 
EPWP programme in order to create job opportunities and alleviate poverty while at the same time 
dealing with skills shortages and skills transfer so as to allow people to be skilled and be able to use 
those skills for the betterment of their lives. 

It was brought to your attention that financial viability remains a challenge not only for the municipality 
but a global agony and it was in this regard and still is that we urge prudent spending on the entire 
municipality’s programmes which is informed by sound financial planning and costs saving measures to 
avoid wasting municipalities scarce resources. 

We also emphasised the fact that as a municipality we need to remain focused on the effective and 
efficient delivery of core municipal services. Because municipal budgeting is profoundly about choices 
that the municipality has to make between competing priorities and fiscal realities, the application of 
sound financial management principles becomes even more critical in ensuring that the municipality 
remains financially viable, and that sustainable, reliable municipal services are provided to all. 


Mkhambathini Local Municipality Adjustments Budget for the year 2013/ 2014 


Page 2 



MKHAMBATHINI MUNICIPALITY 


ADJUSTMENTS BUDGET REPORT FOR 2013/2014 


In line with the plan, we must provide basic services that enable people to develop capabilities to take 
advantage of opportunities around the Municipality, enabling them to contribute to their communities 
through remittances and skills transfer. 

By its very nature, adjustments budget revises the approved annual budget by adjusting revenue and 
expenditure estimates downwards if there’s material under-collection of revenue during the current year 
and may appropriate additional revenues that have become available over and above those anticipated 
in the annual budget in order to accelerate spending programmes already budgeted for. It also 
authorise unforeseeable and unavoidable expenditure recommended by the Council (Mayor) of the 
municipality and authorise the utilisation of projected savings in one vote towards spending under 
another vote. Budget adjustment also authorises the spending of unspent funds at the end of the past 
financial year where under-spending could not have been reasonably foreseen at the time to include 
projected roll-overs when the annual budget for the current year was approved by the Council of the 
municipality. 

In this context, it is recommended that the municipal Council consider and approves the adjustments 
budget. It is also recommended that the Council of the municipal approves the revised service delivery 
targets and performance indicators as disclosed in the Service Delivery and Budget Implementation 
Plan and any other information relevant to the overall performance of the municipal as envisaged in the 
Municipal Finance Management Act of 2003, Municipal Systems Act and other applicable legislation. 

I would like to express my sincere gratitude to all Councillors, officials, the communities of 
Mkhambathini Local Municipality and stakeholders for their dedication, support and co-operation, which 
enabled the institution to record service delivery progress during the year under review. 


1.2 EXECUTIVE SUMMARY 

In terms of section 28 (4) of the MFMA, the mayor of the municipality must table an adjustments budget 
in the municipal Council accompanied by explanations on how the adjustments budget affects the 
annual budget. Paragraph (6) of that section however, forbid the Mayor to adjust tariffs and taxes 
except where required in terms of a financial recovery plan. 
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The Municipalities service delivery priorities were reviewed as part of this year’s planning and budget 
process. Where appropriate, funds were transferred from low- to high-priority programmes so as to 
maintain sound financial stewardship. As indicated on the mid-term budget and performance 
assessment report, these are the challenges that are currently facing the municipality: 

• The Finance cost and Contracted services votes were not budgeted for due to budget 
constraints when the budget was done. The budget is currently sitting at RO, when in 
actual fact it will cost about R190 000 for both by the end of the financial year. That 
means that the Finance cost R120 000.00 and Contracted services R70 000.00 will be 
adjusted approximately. 

• Municipal Infrastructure Grant - an amount of R 14,427 000 was gazetted in the DORA 
and this amount was absorbed on the capital budget under the impression that it will 
fund the new assets, repairs and maintenance and constructional assets as this is part 
of the conditions of the grant. This amount then was erroneously not budgeted for, and 
the full amount will be adjusted. 

• EPWP Grant was also gazetted but erroneously not budgeted for, the full amount of 

RIOOO 000.00 will be adjusted. 

Consequently, the adjustments budget is now being tabled to Council having considered the above 
mentioned challenges and other. 


1.3 OPERATING REVENUE AND EXPENDITURE FRAMEWORK 

The operating budget summary provides information on both income and expenditure activities in line 
with the approved budget and the proposed adjustments budget for the year under- review and the 
following will be discussed: 


1.3.1 Interest Earned 

This refers to the combination of monies invested by the municipality both on call accounts as 
well as interest on outstanding debtors: 
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1.3. 2.1 External Investments 

The approved budget for External Investments was R730 000. which needs to be 
adjusted by 25 % of the total budget at R 56 000 will be adjusted. Taking this into 
account, there has been no reason to believe that there will be any transfers that will be 
withheld. 

1.3. 2.2 Outstanding Debtors 

No adjustments have been proposed, as this is in line with the cash and investment 
policy and credit control and debt management policy , taking into account all the 
outstanding debtors to municipality and will be collected in the current financial year. 
The debt collection will be implemented. 

1.3.2. Transfers Recognised- operational 

This refers to operating grants gazetted during the year under-review by both National and 
Provincial Treasuries. The approved budget for these was R 35,709,000 and the adjusted 
budget is R 36,860 000. The reason for this upward adjustment is threefold: 

• There has been the amount of R139 000 for Community Library services grant. 

• R 514 000. for Provincialisation of libraries. 

• RIOOO 000 for Expanded public works programme. 

1.3.3Transfers Recognised- Capital 

The Capital budget was not budgeted for, the amount of R14, 427 000 will be adjusted, but this 
is not the reason for such under spending 

1.3.4 Other Own Revenue 

Included on other own revenue are rates clearance certificate, amount received for tender 
documents. Library fine and photocopies etc. For this revenue source, an adjusted amount will 
be based on estimate. 


1.3.5 Employee Related Costs 

This refers to the salaries and benefits paid to employees. There will be no downward or 
upward adjustment because the HODs will be appointed before the end of the year. 
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1.3.6 Remuneration of Councillors. 

An amount of R 4,100,583.50 was budgeted and no material adjustment has been made in this 
regard. 

1.3.7 Depreciation and Asset Impairment 

This refers to the provision of depreciation, amortisation and asset impairment as required by 
applicable standards that it must be provided for in line with asset management policy. There is 
no adjustment that will be made. 

1.3.8 Finance Charges (costs) 

This is actually the municipalities bank charges were erroneously not budgeted for, therefor the 
amount of R120 000 will be adjusted thereof. 

1.3.9 Licence and Permits 

This refers to the amount that is collected from the department of transport on a certain 
percentage through learners licencing and Motor licenging.the original budget has the amount 
of R3, 127 000, therefor 55 % of the difference will be Adjusted, or R90 000 will be added then 
the Adjusted budget will reflect the amount of R3, 207 000. 

1.3.10 Other Expenditure 

This refers to the other expenditures incurred by the Municipality though its day to day 
operations. There will be no material adjustment. 

1.3.11 Contracted Services 

This refers to all contracted services to other parties that provide services on behalf of the 
Municipality. This was errosly not budgeted for, so the amount of 70 000 will be adjusted. 

1.3.12 Debt Impairment 

The approved budget for bad debts was R1 000 000. and there is no proposed adjustment in 
this vote. The collection rate will be revised due to the inability to collect revenue billed. 

1.3.13. Ratepayers and Other 

The approved budget for ratepayers and other was under budgeted, the amount of R220 000 
will be adjusted 
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1.4 CAPITAL BUDGET 

The approved budget for capital budget was not budgeted and the proposed adjusted budget is R14, 
427 000 which was DORA allocation to the municipality for infrastructure provisioning. The capital 
budget has been budgeted exclusive of VAT in the reporting schedules. In terms of the ability to spend 
on the capital projects, there has been a low movement on capital expenditure over the years and the 
NT has been advising over time, but due to the outstanding and the work in progresses projects, the 
whole budget will be spent by the end of the financial year. Expenditure is currently sitting at 36%, as at 
the end of January. 

1.4.1. Internal Funding 

There will be no adjustment made on internally generated funds. 
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PART 2 


2.1 Effect of the adjustment budget on provision of basic services 

The effect of these adjustments will ensure accelerated basic service delivery to all stakeholders as 
envisaged on the Integrated Development Plan of the municipality. This adjustment deals mainly with 
the challenges identified in the IDP and it seeks to address some of these challenges going forward. 

2.2 Effect of the adjustments budget on service delivery and budget implementation plan as 
well as on service delivery agreements and long term financial sustainability of the municipality. 

These adjustments will affect the overall performance and therefore adjustments to the service delivery 
targets and performance indicators must be undertaken. Service delivery agreements will have to be 
adjusted and that the adjusted budget must promote long term financial sustainability of the 
municipality 


2.3 Adjustment Budget Tables 

The adjustment budget tables consist of: 

Table Bl- Adjustment Budget Summary 

Table B2- Adjustment Budget Financial Performance ( standard classification) 

Table B3- Adjustment Budget Financial Performance ( revenue and expenditure by 
municipal vote) 

Table B4- Adjustment Budget Financial Performance ( revenue and expenditure) 

Table B5- Adjustment Capital Expenditure Budget by vote and funding 

Table B6- Adjustment Budget Financial Position 

Table B7- Budget Cash Flows 

Table B8- Cash backed reserves/ accumulated surplus reconciliation 
Table B9- Asset Management 

Table BIO- Basic service delivery measurement 


All comments made in the operating revenue and expenditure framework can be viewed from these 
budget adjustments tables and comparisons can be made as well as critical analysis and conclusions 
made thereto. 


The following assumptions were revised for the adjustments budget: 
• Revenue collection rate was adjusted to 85%. 
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2.4 Adjustments to budget funding 

This refers to a narrative summary of the impact of the adjustment budget on the funding of operating 
and capital expenditure, financial plans, reserves and financial sustainability of the municipality. 
Overall, the adjustments budget is funded by internally generated revenues as well as grant funding 
which is gazetted. This ensures the financial sustainability of the municipality and that both the 
operating and capital expenditure is funded appropriately and that financial plans of the municipalities 
are well funded. 

The collection rate has also need to be revised to at least 75 %. that will be done through the 
implementation of credit control and debt collection strategy ,to make phone calls and send reminder 
letters to the long outstanding debtors and even visit door to door to those whom there are no 
addresses. 

2.5 Adjustments to expenditure on allocations and grant programmes 

The expenditure on grant funding has been adjusted in line with the conditions and purposes of these 
grants. 

2.6 Adjustments to Councillors allowances and employee benefits 

Due to the number of vacant posts that need to be filled this current year, employee related costs have 
will not be adjusted as its was taken into consideration on the original budget. 

2.7 Adjustments to service delivery and budget implementation plan 

As a result of the adjustments budget, key performance indicators, targets, SDBIP, service level 

Agreement has been adjusted to give effect on the adjustments made on the budget. These 
adjustments are either upward or downward depending on affected key performance area and details 
of this can be viewed on the SDBIP and on the municipality’s balance scorecards. Furthermore, this 
means that quarter three and four targets will have to be revised. 

2.8 Adjustments to capital expenditure 

The amount of R14, 427 000 will be adjusted as per DORA allocation. 

2.9 Strategic and Legal Implications 

Section 28 of the Municipal Finance Management Act of 2003 allows Council to revise an approved 
budget via an adjustments budget process. Section 28 (2) of the same act lists the conditions under 
which Council can consider an adjustments budget. This adjustments budget is presented to Council of 
the municipality in terms of section 28 (2) (b) and (d) of the MFMA and other applicable guidelines as 
promulgated by National Treasury and applicable local government best practices. An Accounting 
Cfficer’s quality certificate is also as prescribed. 
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3. Resolutions/ Recommendations 

It is recommended THAT 

• That the report dated 26 February 2012 by the Chief Finance Officer on the subject 
of the 2013/2014 consolidated original and adjustments budget be noted. 

• That the 2013/2014 consolidated adjustments budget be approved and adopted. 

• It be noted that the adjustments budget is being tabled by the Mayor in terms of 
section 28 (2) (b) and (d), as well as section 28 (4) of the MFMA. 

• It be noted that the adjustments budget is fully compliant with section 28 (6) of the 
MFMA in that municipal tax and tariffs will not increase as a result of the adjustments 
budget. 

• Upon approval of the adjustments budget, Chief Finance Officer ensures that, in 
terms of section 22 (b) of the MFMA, the adjustments budget is submitted in both 
printed and electronic formats to the National Treasury and Provincial Treasury. 


SIGNATURE OF AUTHOR 


SUPPORTED / NOT SUPPORTED at Mkhambathini on the of 2013. 


CHIEF FINANCIAL OFFICER’S SIGNATURE 


ACCOUNTING OFFICER’S SIGNATURE 
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